Huliday Greetings Cu All 


AY YouR stockings be filled with cheer 
—and your hearts overtlow with the 


spirit of Christmas—not only on that day 


IS A BETTER BUYER 


but throughout the coming year. 


The officers and directors of NIBA heartily 
join me in wishing all our members, our 
advertisers and our friends a Very Merry 


Christmas and a Very Happy New Year. 


Sincerely, 
Burt KE. Ley, President 
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MCKESSON & ROBBINS, INCORPORATED, 
protects its 90 distribution centers 


... gets better FIRE and 


B U RG LARY protection and... 


a total saving of *630,000 annually! 


Coast to coast, McKesson & Robbins, Incorporated, manufac- 
turers and distributors of pharmaceutical products, guards its 
distribution centers against fire, burglary and other hazards 
by combinations of ADT Automatic Protection Services. 


Analysis of costs shows an average saving of $7,000 a center 
over the cost of protection by other less effective methods 
—a total saving of $630,000 annually. McKesson officials find 
that along with this saving ADT Services give them greater 
security for their property, profits, and employees’ jobs. 


ADT Electric Protection Services guard every type of build- 
ing, new or old, sprinklered or unsprinklered. The appropri- 
ate ADT Fire Alarm Service will detect fire and notify the 
fire department automatically. ADT Burglar Alarm Service 
will automatically summon police when burglars attack. ADT 
Heating and Industrial Process Supervision will automatically 
detect and report other abnormal conditions, 


An ADT specialist will show you how combinations of these 
automatic services can protect your property. Call our Com- 
mercial Department if we are listed in your phone book; 
or write to our Executive Offices. 


Controlled Companies of 
AMERICAN DISTRICT TELEGRAPH COMPANY 
A NATIONWIDE ORGANIZATION 
Executive Offices 
155 Sixth Avenue, New York 13, N. Y. 
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DIRECTORY 


THE NATIONAL AND CHAPTER OFFICERS OF 
NATIONAL INSURANCE BUYERS ASSOCIATION, INC. 


B. E. KELLEY, President 
United States Plywood Corporation 


New York, N.Y. 


FRAZIER S. WILSON, Ist Vice-President 
United Air Lines, Ine. 
Chicago, Hlinois 


R. F. BOETTCHER 
Geo. A. Hormel & Co. 
Austin, Minnesota 


W. H. CLEM 
Schlumberger Well Surveying Corporation 
Houston, Texas 


ERNEST L. CLARK 
J. C. Penney Company 


New York, New York 


JAMES CRISTY 
The Upjohn Company 
Kalamazoo, Michigan 


RUSSELL B. GALLAGHER 
Phileo Corporation 
Philadelphia, Pennsylvania 


D. L. HAIL 
Pillsbury Mills, Ine. 
Minneapolis, Minnesota 


NATIONAL OFFICERS AND DIRECTORS 


JOE T. PARRETT, 2nd Vice-President 
Carnation Company 
Los Angeles, California 


REGIONAL VICE-PRESIDENTS 
VERNON S. GORNTO 
Smith-Douglass Company, Inc. 
Norfolk, Virginia 


FRED W. GREENLAW 
Kaiser Aluminum & Chemical Corporation 
Oakland, California 


DIRECTORS 
J. DOUGLAS HANLEY 
Pittsburgh Consolidation Coal Company 
Pittsburgh, Pennsylvania 


GEORGE T. HEINRICH 
Caterpillar Tractor Co. 
Peoria, Illinois 


ROY L. JACOBUS 
Ford Motor Company 
Dearborn, Michigan 


WILLIAM J. JONES 


The First National Bank of Portland 
Portland, Oregon 


CHAPTER OFFICERS 


H. STANLEY GOODWIN, Treasurer 
McKesson & Robbins, Inc. 
New York, New York 


PETER A. BURKE 
Managing Director and Secretary 
New York, New York 


T. V. MURPHY 
The Maryland Drydock Company 
Baltimore, Maryland 


MERRITT C. SCHWENK, Jr. 
Fruehauf Trailer Company 
Detroit, Michigan 


CLARENCE M. KING 
Minnesota Mining & Manufacturing Co. 
St. Paul, Minnesota 


GEORGE E. ROGERS 
Robert Gair Company, Inc. 
New York, New York 


LESLIE M. VAN DEUSEN 
California and Hawaiian Sugar Refining 
Corporation, Ltd. 
San Francisco, California 


LOWE H. WIGGERS 
The Procter & Gamble Company 
Cincinnati, Ohio 


DATES AND MEETING PLACES 


NORTHERN CALIFORNIA CHAPTER 
Meetings 3rd Wednesday of each month. Dinner, 6:00 P.M. 
President J. FE. Moriarty, The Robert Dollar Co., San Francisco 
Vice-Pres. -E, C. Lasater, Rosenberg Bros. & Co., Inc., San Francisco 
Secretary J. P. Holstein, California Packing Corporation, San Francisco 
Treasurer KF. L. McCarthy, Crocker First National Bank, San Francisco 


SOUTHERN CALIFORNIA INSURANCE BUYERS ASSOCIATION 
Meetings -3rd Wednesday of each month. Dinner, 6:00 P.M. 
President -William A. Miller, Lane-Wells Company, Los Angeles 
Secretary KE. C. Jones, Southern California Edison Co., Los Angeles 
Treasurer George P. Kohl, California Bank, Los Angeles 


CENTRAL ILLINOIS INSURANCE MANAGERS ASSOCIATION 
Meetings znd Thursday of each month. Bloomington, Illinois 
President — G. T. Heinrich, Caterpillar Tractor Co., Peoria 
Vice-Pres.._F. G. Sutherland, Hlinois Power Company, Decatur 
Secty.-Treas. A. A. Baker, Funk Bros. Seed Co., Bloomington 


MARYLAND CHAPTER 
President--T. V. Murphy, The Maryland Drydock Company, Baltimore 
Vice-Pres.. Robert M. Cone, Olin Mathieson Chemical Corporation, Baltimore 
Secty.-Treas.. Miss E. C. Jacobs, The Maryland Drydock Company, Baltimore 


MID-WEST INSURANCE BUYERS ASSOCIATION, INC. 
Meetings -3rd Thursday of each month. September through May. Dinner, 
6:00 P.M. 


President—-Frazier S. Wilson, United Air Lines, Inc., Chicago 

Vice-Pres. Henry C. Austin, Standard Oil Company, Chicago 

Secretary- -Miss Ann Auerbach, Goldblatt Bros., Inc., Chicagu 

Treasurer -Louis J. Ronder, Continental Ill. National Bank and Trust, 
Chicago 

MINNESOTA CHAPTER 

Meetings 4th Tuesday of each month. Dinner, 6:30 P.M. 

President -A. Don Marvin, Green Giant Company, LeSuer 

Vice-Pres.--H. V. Noland, M. F. Patterson Dental Supply Co. of Minn., 
St. Paul 

Secty.-Treas.-Paul Mucker, Gamble-Skogme, Inc., Minneapolis 
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NEW YORK CHAPTER 
Meetings e: ilaaiad each month, except July and August. Luncheon, 
12:20 P.M. 


President—Claude H. Rice, The Babcock and Wilcox Company, New York 

Ist Vice-Pres.-Raymond Cox, Arabian American Oil Co., New York 

2nd Vice-Pres.—W. D. McGuinness, The Port of New York Authority, 
New York ‘ 

Secretary—E. W. Pickel, Foster-Wheeler Corporation, New York 

Treasurer —H. S. Goodwin, McKesson & Robbins, Inc., New York 


CINCINNATI CHAPTER 

Meetings—\1st Wednesday each month, except July and August. Luncheon, 
12:00 Noon 

President—Charles H. Thiele, Federated Department Stores, Inc., Cincinnati 
Vice-Pres.—F. A. Schaefer, Crosley-Division Aveo Mfg. Company., Cincinnati 
Treasurer—-T. J. McAdams, The Kroger Company, Cincinnati 
Asst. Treas.—A. T. Reis, Gruen Watch Company, Cincinnati 
Secretary—-R. S. Hayden, Armco Steel Corporation, Middletown 


PORTLAND, OREGON, CHAPTER 
Meetings—1st Wednesday of each month. Dinner, 6:00 P.M. 
President--William J. Jones, The First National Bank of Portland 
l"ice-Pres..-E. W. Benson, Interstate Tractor, Portland 
Secty-Treas..-R. E. Klein, Iron Fireman Mfg. Co., Portland 


DELAWARE VALLEY CHAPTER 
Meetings —3rd Monday each month. Dinner, 6:00 P.M. 


President—Thomas R. Ambler, Smith, Kline & French Laboratories, 
Philadelphia 


Vice-Pres.—William H. Lockhard, Publicker Industries, Philadelphia 
Secretary—-J. Stephen Peters, Pennsylvania Salt Mfg. Co., Philadelphia 
Treasurer—Ernest N. Gilbert, Penn Mutual Life Insurance Co., Philadelphia 
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Buyers of 


insurance 


WORLD-WIDE 
FACILITIES 


for commerce 
and industry 


What wery 
BUSINESS EXECUTIVE wants 


* BROADEST PROTECTION 
* LOWEST PREMIUM 
BEST BROKERAGE SERVICE 


How J& 4H can help you 


You benefit from our experience of over a cen- e ae 


tury; our organization—skilled technicians in 


fire, marine, casualty, group insurance, and pen- 
sion fields. We have separate departments to 


help you reduce rates, control losses, adjust 


claims, and provide actuarial service. 


To find out about our extensive services, write 


or phone—a J&H representative will call. 


: JOHNSON & HIGGINS 


INSURANCE BROKERS — AVERAGE ADJUSTERS 
Employee Benefit Plan Consultants 


63 WALL STREET - NEW YORK 5 


Chicago + San Francisco + Los Angeles + Detroit + Cleveland + Philadelphia + Pittsburgh 


Buffalo Seattle Wilmington + Vancouver + Winnipeg Montreal Toronto|+ Havana London 


‘ 
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President's Report 


National Insurance Buyers Association, Inc. 
Annual Meeting 
November 11, 1954 


Fellow Members: 


The past year has seen many progressive developments in your organization which, in my opinion, indicates that we have come of 
age and which augur a future of important stature in the business of insurance. The major points in which you will be interested are: 

1) The growth of our organization. 

2) The outstanding success of our magazine. 

3) The increased participation in educational activities. 

4) Our place in the future. 

I would be less than honest if I did not admit that our development during this year has been a good deal more due to the 
realization that there is a need for our organization in the insurance field, and to the activities of all of you — National officers, 
Chapter officials, and individuals — than to any specific action upon the part of the President’s office. I have repeatedly expressed the 
opinion that, at our present stage of growth, the local Chapter units and our members at large are of greater value to the National 
than the National is to them. 

Since we met here a year ago, our membership has increased over 30%. In that period, the previously existing insurance buyer 
group at Chicago has affiliated with us as a Chapter, and a totally new Central Illinois Chapter has been inaugurated. We have had 
inquiries with regard to possible action at Boston and an indication that an existing group at Houston is also interested. New 
Chapter discussions involved the Albany-Troy-Schenectady area, the Buffalo-Niagara Falls-Syracuse area, Milwaukee, Seattle, Van- 
couver and Toronto, 

The response to our publication, The National Insurance Buyer. has surpassed our fondest expectations and I want you to know 
that its success is due completely to the untiring efforts of our very capable Managing Director, Pete Burke. We can count at least 
21 new members who have joined our ranks as a direct result of the articles which appeared therein. Dozens of inquiries have been 
received from all phases of the insurance fraternity as to where copies may be purchased. 

It will be obvious to all of you that we cannot accept additional advertising without adding to our text, and if this is to be done 
we need your help in two respects: 

Firstly, will each of you whose Company has a House organ make a note to add Pete’s name to your mailing list. 

Secondly, whether you be a National officer, a Chapter official, or just a plain member, please realize that it is to the advantage 
of your organization to be able to publish outstanding articles given by any member or to, or for any Chapter membership. When 
the timing is right — from the date of publication standpoint — exclusive use by The National Insurance Buyer would be beneficial. 
The magazine is copyrighted, and by the proper use of such “exclusives”, we can direct the republication in channels which will be 
in our best interests. 

It is in the educational field, that I personally feel that we have made, and will continue to make, strides which will ultimately 
prove invaluable to all of us. During this year we have granted Honorary Memberships to: 

Laurence J. Ackerman, Dean, School of Business Administration, The University of Connecticut, Storrs, Conn.; John S. Bickley, 
Associate Professor of Insurance, The Ohio State University, Columbus 10, Ohio; R. H. Wherry, Head, Department of Commerce, 
The Pennsylvania State University, State College, Penn.; Charles Center, Professor of Insurance, The University of Wisconsin. 
Madison, Wisconsin; I. J. Sollenberger, Chairman of the Department, Department of Finance. The University of Oklahoma. Nor- 
man, Oklahoma. 

I urge each Chapter to consider the awarding of such designations in your respective areas. 

A little over a year ago, Penn State held what I believe was the first seminar on a university campus for insurance buyers. It 
was to have been repeated this Fall but, curiously the resigtration from the entire State was insufficient to warrant the expense to be 
incurred, and cancellation became regrettably necessary. 

In September I had the privilege of conducting a one day Conference on Insurance for the Financial Managers Series spon- 
sored by the Industrial Management Institute of the University of Wisconsin. Just Tuesday, I returned to Madsion at the invitation 
of Professor Center to talk to the Graduate students in Insurance. 

Both Penn State and Ohio State. and probably others, are granting Bachelor and Masters Degrees in Insurance. Ohio State 
is including in its courses a lecture series by outstanding insurance buyers, and | know of one such presentation which is now 
required reading by the students. Ohio State has also volunteered its services for the presentation of any insurance buyer programs 
that may be desired by us. 

It is my firm conviction that the profession of Insurance Management can be materially enhanced by these educational activi- 
ties and I strongly recommend that each and every one of you take every opportunity to participate in, attend, and sponsor this 
work, whether it be at the nearby University, an A.M.A. Seminar, or an Insurance Day of your own Chapter. 

And now to the future! I see nothing on the horizon that will halt the growth of our membership, or interfere with the increas- 
ing realization that insurance is no longer to be considered a necessary evil, a non-productive expense to be handled in the cheapest 
possible manner. 

To the contrary, | visualize that our increased participation in educational work, both through the sponsorship of lecture 
courses for those having insurance responsibilities. and through the publicizing of our problems in our own and other media, will 
further the understanding that the profession of Insurance Management is a necessary adjunct to the success of the modern busi- 
ness establishment. 

We have been exceptionally fortunate in having our destinies directed during our infant years by an outstanding Board of 
Directors. When a new organization such as ours can draw men of their ilk for its management, I cannot have the slightest doubt 
as to its continuing success. I am highly honored in having been selected to guide them during this year. 


Repectfully submitted, 


B. E. Kelley, President 
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COVERAGES FOR INSURANCE BUYERS 


When you need a “tailor-made” insurance contract, think of North America 


Companies first. This oldest, yet “youngest in spirit,” group has facilities for 


serving your needs above and beyond the traditional practices of insurance. 


Whether it is Excess Liability, Manufacturer's Output, Ocean Marine, or 


any other unique problem requiring special consideration, be sure your 
Agent or broker gets North America’s specialized service and broad, flexible 


contracts specially drawn to the demands of your problem. 


NORTH AMERICA COMPANIES 


Insurance Company of North America 
Indemnity Insurance Company of North America 
Philadelphia Fire and Marine Insurance Company 


PROTECT WHAT YOU HAVE® 


Philadelphia 1, Pa. 
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EXECUTIVE OFFICERS 
1954-1955 


BURTON E. KELLEY, President 
Insurance Manager 
United States Plywood Corporation 
New York, N. Y. 


Past President and Director 
New York Chapter, NIBA 


FRAZIER S. WILSON, First Vice-President 
Insurance Manager 
United Airlines, Inc. 
Chicago, Illinois 


President 
Mid-West Insurance Buyers Association 


JOE T. PARRETT, Second Vice-President 
Insurance Manager 
Carnation Company 
Los Angeles, California 


Past President 
Southern California Insurance Buyers Association 


H. STANLEY GOODWIN, Treasurer 
Assistant Vice-President 
McKesson & Robbins, Inc. 
New York, N. Y. 


Treasurer and Director 
New York Chapter, NIBA a” 


PETER A. BURKE, Managing Director and Secretary 


Executive Secretary 
New York Chapter, NIBA 
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HERE AND THERE WITH NIBA 


3rd Annual Meeting—Chicago 
Nov. 11th, 1954 


More than 80 members of NIBA 
attended the 3rd Annual Member- 
ship Meeting held in Chicago, 
November 11th, 1954. 

The business meeting followed a 
dinner in the Crystal Room at the 
Palmer House. 

President B. E. Kelley presided 
and opened the meeting by present- 
ing his report of the past year’s 
activities and future plans. (This 
report appears elsewhere in this 
issue). John Bickley, Associate Pro- 
fessor of Insurance, Ohio State Uni- 
versity presented for his topic, 
“Risk Management and the Uni- 
versity”, (See page ??). 

Peter A. Burke, Managing Direc- 
tor, gave a brief report on “The 
National Insurance Buyer” and 
membership; Regional Vice Presi- 
dents, Chapter Presidents and 
Chapter representatives outlined 
the activities in their respective 
areas and Chapters. These reports 
indicated an increased interest in 
all sections in the work of the 
Association. 

The nominating Committee, con- 
sisting of Joe T. Parrett, Chairman, 
Joseph M. Brady, Mrs. L. W. Clore, 
H. E. Towner and Thomas R. 
Ambler, submitted the following 
nominations for Directors and the 
report was unanimously adopted. 

Newly elected members of the 
Board are: 

J. C. Cristy, The Upjohn Co., 

Kalamazoo, Michigan. 
George T. Henirich, Caterpillar 
Tractor Co., Peoria, Illinois. 
Clarence M. King, Minnesota 
Mining & Milling Co., St. Paul, 
Minnesota. 
Reelected to the Board: 

Ernest L. Clark, J. C. Penney Co., 
New York. 

Roy L. Jacobus, Ford Motor Co., 
Dearborn, Michigan. 

George E. Rogers, Robert Gair 
Co., Inc., New York. 

T. V. Murphy, Maryland Drydock 
Company, Baltimore, Md. 

At the conclusion of the member- 
ship meeting, the Board of Direc- 
tors met and elected the following 
officers: 
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B. E. Kelley, U. S. Plywood Corp., 
was elected President for a second 
term. Frazier S. Wilson, United Air 
Lines Inc., Chicago, First Vice 
President; Joe T. Parrett, Carna- 
tion Company, Los Angeles, Sec- 
ond Vice President; H. Stanley 
Goodwin, McKesson & Robbins Inc., 
New York, Treasurer. 

Regional Vice Presidents: W. H. 
Clem, Schlumberger Well Survey- 
ing Corp., Houston, Texas District 
#7 and Merritt C. Schwenk Jr., 
Fruehauf Trailer Co., Detroit, Dist. 


TABLE OF CONTENTS 


Directory — Officers and Direc- 
tors 


Here and There with NIBA 
President’s Report 
Executive Officers—1954-1955 


Continuing Group Hospital Bene- 
fits for Retired Employees 


Problems in Workmen’s Com- 
pensation 


Pictures—Annual Meeting 


Insurance—Self-Insurance— 
Non-Insurance 


What Not To Buy in Business 
Interruption Insurance 


Persqnnel Available 


Risk Management and The Uni- 
versity 


ADVERTISERS—This Issue 


American District Telegraph 
Company 


American International Under- 
writers companies 


American Foreign Insurance 
Association 


American Motorists Insurance 


Company 

Hartford Fire Insurance Com- 
pany 

Johnson & Higgins 


Lumbermen’s Mutual Casualty 


Company 
Marsh & McLennan Incorporated 
North American Companies 
Rollins Burdick Hunter Co. 


NIBA Members Cooperate 


Wherever or whenever insurance 
conferences are held, members of 
NIBA will be found cooperating 
and taking an active part in the 
programs. 

A few examples of recent partici- 
pation by NIBA members— 

All-Industry Insurance Confer- 
ence, November 16, 1954, Detroit, 
Michigan—Sponsored by the CPCU, 
Michigan Chapter. Member com- 
panies represented by: Roy L. 
Jacobus, Ford Motor Company; P. 
D. French, The Detroit Edison Com- 
pany; Nathan H. Siegel, Detroit 
Steel Corporation. 


This Is Rosie 


Rosie is in charge of the cafeteria 
for Funk Bros. Seed Company, 
Bloomington, Illinois and prepares 
the dinners served to the mem- 
bers of the Central Illinois Insur- 
ance Managers Association at the 
monthly meetings. 

It is our opinion that the Central 
Illinois members are the best fed 
in the Association. We were there. 


The National Insurance Buyer-Corporate 
Insurance Management published quar- 
terly March, June, September, December, 
by the National Insurance Buyers Asso- 
ciation, Inc., Hotel Martinique, 32nd and 
Broadway, New York 1, N. Y. Copyright 
1954 by The National Insurance Buyers 
Association, Ine., New York, N. Y. Adver- 
tising Rates upon request. Peter A. Burke, 
Editor. Printed in the United States of 
America. 
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“CONTINUING GROUP HOSPITAL 
BENEFITS FOR RETIRED EMPLOYEES” 


b 
P. E. Britt, 2nd Vice President 

Connecticut General Life Insurance 

Company 

Hartford, Connecticut 

Presented at a meeting of the New 
York Chapter, National Insurance 
Buyers Association, Inc. 

Your program committee has as- 
signed me a rather lively topic for 
this little talk. Somehow or other 
it seems to me, in spite of major 
medical and other interests, that 
this problem of taking care of the 
retired people, in the insurance 
area of the employee benefits plan- 
ning, requires more attention on 
a day-to-day basis. With few ex- 
ceptions, it is a relatively new prob- 
lem. And, I am the first to confess 
that all of us have much to learn 
about it. Your program committee 
again was thoughtful enough to 
suggest points that I try to cover. 

Here are my best current obser- 
vations on the question of “Con- 
tinuing Group Hospital (and Sur- 
gical) Benefits (or Coverages) for 
Retired Employees.” 

May I first say that I am par- 
ticularly pleased that the question 
of continuing coverage for retired 
employees has been confined to the 
Hospital-Surgical area, because we 
at Connecticut General feel that it 
makes good business sense to con- 
fine the early experiments to those 
coverages before bringing in fringe 
Medical Expense items, such as 
Polio, Diagnostic X-ray, etc., or our 
other experimental line, Major 
Medical (Catastrophe) coverage. 

Now, what are the actuaries and 
underwriters reporting as to the in- 
creased claim liability on retired 
employees? Of course, they start by 
telling us that detailed statistics are 
very meager both within and with- 
out the insurance industry. From 
what they have accumulated to 
date, however, they conclude that 
a retired employee would go into 
the hospital 1%4 to 2 times as often 
as the active employee; that the 
duration of his confinement would 
approximately double that of the 
active employee. These factors of 
higher frequency of admission and 
longer duration of stay have full 


impact on room and board charges; 
maybe a lesser impact on special 
fees. I am told that there is also 
concern with the possibility that 
the growth of coverage and expo- 
sure on retired lives will have an 
adverse effect upon these limited 
statistics. In any event, our people 
fix the surgical claim cost on re- 
tired employees at approximately 2 
times that of the active employee, 
so they predict that it will require 
triple the rate for active employees 
if you continue the same hospital 
and surgical benefit package for re- 
tired people. 

I believe that today the insurance 
industry generally would not dis- 
agree too substantially with this 
layman’s interpretation of the in- 
creased liability hazard. At least we 
should all be in agreement that the 
immature record predicts a much 
higher cost for retired employees 
and sounds a warning to both 
policyholder and underwriter that 
experiments in extending hospital 
coverage to retired employees 
should be on the conservative side 
if a major cost problem is to be 
avoided under the plan. 

Let’s look at some of the early 
experiments that are being devel- 
oped in an attempt to control costs. 


Maximum Benefits Control 

Under this approach the same 
benefits as apply to active em- 
ployees are continued but with one 
of two maximum payment controls 
effective during the lifetime of the 
retired employee. 

(a) An overall maximum dollar 
benefit sometimes equal to 
the combined maximums in 
the basic plan; or 

(b) A single maximum benefit 
for each separate benefit pro- 
vision, i.e. room and board 
charges, special fees, surgical. 

There appears to be no doubt that 

such a limitation restrains the use 
of benefits and that it eventually 
eliminates all liability in a chronic 
or catastrophic illness. While at this 
point we have not seen any appre- 
ciable evidence of dissatisfaction 
with such a control, management 
has expressed concern with the fact 
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that a retired employee may ex- 
haust all benefits and have no pro- 
tection for the balance of his life- 
time. So, in some cases, they have 
decided to provide a “two-time” 
safeguard or double maximum con- 
trol but at this stage of develop- 
ment we do not know the compara- 
tive merits and costs of doubling 
the maximums. 

Of course, there are variations on 
these controls. The maximum limi- 
tation may be applied for 12 con- 
secutive months or during any cal- 
endar year rather than during the 
entire period of retirement. Our 
people are quite doubtful as to the 
effectiveness of such short-term 
controls. 


Reduced benefits. Here an _ in- 
direct coinsurance factor is intro- 
duced by providing a benefit sched- 
ule maybe two-thirds or three- 
fourths of the active employee 
schedule. The $1.00 daily benefit be- 
comes $9.00, special fees and surgi- 
cal schedules are reduced propor- 
tionately. Usually, under this ap- 
proach, no other limitations are 
applied and lifetime coverage is 
provided for the retired employee. 
I have heard discussion of the possi- 
bility of writing a small first-dollar 
deductible into such a plan and our 
underwriters have been very inter- 
ested, but to the best of my knowl- 
edge this step has not been taken. 
It calls attention, however, to the 
fact that the general development 
of the “first-dollar” deductible plus 
direct coinsurance idea, as found in 
Major Medical, may hold our best 
hope for eventually solving this re- 
tired employee problem. I am 
thinking here that the principles 
might be applied to basic Hospital- 
Surgical coverages for the retired 
people only, or if the trend accel- 
erates in applying these principles 
to basic coverages for active em- 
ployees, it could be carried along 
naturally for the retired group. 


Offset hospital charges against 
death benefits. This approach re- 
quires that the employer continue 
Group Life Insurance on the re- 
tired employee and then hospital 
and surgical expenses may be 
charged up to a certain maximum 
percentage of the death benefit, 
with a resultant reduction in the 
death benefit payable. Frankly, I 
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haven’t studied this combination 
method at any length, but I have 
the offhand feeling that, while it 
may be a practical answer today for 
a certain few, it will not solve the 
long-term problems of the many. 
Wouldn’t the mixing of the two 
coverages lead to complications in 
the average benefit plan? 

However, to take an extreme ex- 
ample that might work out satis- 
factorily, we could have the case 
where a Paid-Up death benefit is 
built up solely from employee 
money. The experience is ex- 
tremely favorable so the dividends 
or retrospective rate credits may be 
applied to provide the option of 
either additional death benefits or 
reimbursement for hospital charges. 
Something like this might work for 
a limited number of plans. 

These, then, are the principal 
areas of experiment as I know 
them. So, I ask what they will do 
to control costs. As might be ex- 
pected with the experience at hand, 
the answer is qualified. The “one- 
time” maximum control appears to 
produce costs not in excess of twice 
the cost for active employees. It is 
doubtful that reducing the active 
employee benefit schedule as much 
as 50% for retired employees will 
develop a cost better than 150% of 
the active employee cost. Over the 
whole question hangs the shadow 
of excessive use of coverage by re- 
tired people, because there is no 
incentive to return to work, there 
are more claims for major surgery, 
and there is the convenience of hos- 
pital care for the older person when 
medical reasons alone may not 
justify confinement. 

Your committee asked what the 
underwriter’s general attitude is 
toward the extension of this insur- 
ance. It is my view that it is a 
healthy attitude. As with Group 
Life Insurance, they do not ques- 
tion the great need for Hospital and 
Suprgical Insurance for the impor- 
tant segment of our population 
which is over age 65. They believe 
that on the whole these people 
have less than average financial re- 
sources and are subject to a con- 
siderably greater hazard of heavy 
hospital expenses. They know our 
population is aging. They feel that 
our industry should do its part in 
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helping to meet the public demand. 

There can be little question about 
the public attitude — either the in- 
dividual or the community. The 
problem of providing for the hos- 
pital expenses of pensioners cannot 
be ignored. I am rot here to discuss 
Government social insurance versus 
voluntary insurance or to attempt 
to predict for myself or the undev- 
writers just what action the Fed- 
eral Government may take in the 
future toward providing a layer of 
medical-hospital coverage for pen- 
sioners. 

So I repeat, the underwriter’s at- 
titude is a healthy one. But, the 
underwriter must be realistic. We 
have seen that hospital coverage 
for retired employees is costly; that 
even with rather severe limitations 
in benefits the cost will probably 
exceed the cost for active em- 
ployees. The question of who pays 
the additional cost is significant to 
the underwriter. 

If the experience (premiums and 
claims) for the retired employee 
coverage is not maintained sepa- 
rately, this additional cost will have 
a hidden adverse effect upon the 
basic plan experience, particularly 
as the number insured in the re- 
tired group increases and the group 
ages. 

If the retired employees are 
asked to contribute, the amount of 
their cost is important to the suc- 
cess of the experiment. A high con- 
tribution rate — in their economic 
status — may discourage participa- 
tion and encourage selection by the 
retired employees. Most under- 
writers feel that under ordinary 
circumstances the contribution by 
retired employees should not ex- 
ceed the contribution during active 
employment and that with re- 
stricted benefits there is much to be 
said for a lower contribution rate. 
The underwriter usually recom- 
mends that the employer assume 
the entire cost of coverage on re- 
tired employees. 

Recently there has been a good 
deal of study directed toward the 
advance funding of retired em- 
ployee benefits. At this point, the 
actuaries seem confident that there 
are several methods of funding that 
can be worked out. They talk about 
the single premium paid-up ap- 


proach with purchase by the em- 
ployer for each employee at his 
retirement date. This could be 
either a “one-shot” payment or the 
employer could build the single 
premium by installment payments 
over a period of years. A variation 
would be for the insurance com- 
pany to buy the benefits on a yearly 
renewable basis from a fund cre- 
ated by advance premium pay- 
ments. Here, it is assumed that the 
money in the fund would not be 
returnable to the employer. 

Naturally, the tax question arises. 
In the absence of specific rulings, 
the tax people are inclined to be 
cautious. It is felt, however, that 
the employer would receive normal 
tax deduction for any of these fund- 
ing methods so long as the amount 
of benefit purchased can be consid- 
ered reasonable compensation for 
services rendered. It is also felt 
that, except for the “one-shot” 
funding method, the employee 
would be entitled to normal tax 
advantages. 

As you appreciate, this discussion 
is no attempt to find a solution to 
the problem in any particular em- 
ployee benefit plan. There’s only 
one way to do that, and that is to 
put all the details in respect to a 
going plan on the table, within the 
broad patterns and maybe some 
new patterns that are appearing 
every day, and work out the indi- 
vidual problem. But, I do hope that 
some of these observations may be 
of value to your general thinking 
on the subject. Thank you very 
much. 


“A husband does not have to sup- 
port a wife who won’t leave her 
mother.”—Ohio Court of Appeals. 

* * * 

“A husband who takes an odd 
shot with an egg at his wife is not 
cruel, but if he goes on doing it, 
especially with a hard-boiled egg, 
it might be cruelty.”—Lord Justice 
Singleton of London. 

* * 

“In the American home the wo- 
man is in sole and complete charge 
without interference. A wife has 
court permission to serve her hus- 
band hash for dinner every night 
no matter how much he objects.” 
—Superior Court Judge Desort of 
of Chicago. 
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William Zucker 
Director of Studies 
Commerce and Industry Association 

of New York, Inc. 
before the 
New York Chapter 
National Insurance Buyers 
Association, Inc. 

You all know that just a little 
over one year ago a Moreland Act 
Commissioner was appointed to 
study, examine and investigate the 
cost and operations of workmen’s 
compensation in New York. The 
Commerce and Industry Associa- 
tion has a long-range project under 
way and already has published four 
volumes on the New York problem. 

Mr. Archie O. Dawson, in his first 
report to the Governor as Moreland 
Act Commissioner, found that the 
reasons for the high cost could not 
be pin-pointed. They resulted from 
an inter-play of many diverse fac- 
tors. The Commissioner did find 
that the hearing system was anti- 
quated. He found that in the last 
ten years there had been a 50% in- 
crease in the number of hearings 
held and that on the average there 
was being held one hearing for each 
ten workers employed in New York 
State. After considerable thought 
and study he recommended changes 
in the hearing procedures. These 
changes were put into effect on 
April Ist of this year. 

What has been accomplished 
under the new hearing system in 
the last six months? We find that: 

a.more than one-third of the 
hearings have been eliminated 
since now no case is noticed 
for hearing unless there is an 
issue between the parties; 

b. the reduction in the number of 
hearings gives the referee more 
time adequately to consider 
those cases which require hear- 
ings; 

c. appearances have been sub- 
stantially reduced and cases are 
closed more quickly. 

Various studies are presently 
being made to weigh the results of 
the new procedures on a factual 
basis. Perhaps, in due course, we 
will find that they should be taken 
out of the realm of administration 
and made effective through the 
adoption of proper legislation. 


10 


What has been the foremost re- 
sult of the new procedures to date? 
We find that they were in great 
part responsible for the announce- 
ment of the New York State Super- 
intendent of Insurance that for the 
policy year beginning last July Ist, 
there is to be a reduction of ap- 
proximately $42 million in work- 
men’s compensation insurance pre- 
miums. This represents the largest 
single decrease ever put into effect 
in New York State and certainly it 
is most welcome. Ironically, how- 
ever, it still leaves New York State 
as the highest cost state in the na- 
tion. Thus, it is quite evident that 
the struggle for lower costs is still 
in its embryonic stage. 

Not too long ago, tne Commerce 
and Industry Association of New 
York and other business groups cir- 
cularized members to collect com- 
parative cost data. To avoid the 
complaint that genuine compari- 
sons were not being made there was 
compared the experiences of nine 
industrial states with that of New 
York. Sixty-seven rating classifica- 
tions were analyzed, so that clerks 
were compared with clerks, bakers 
with bakers, and carpenters with 
carpenters, in each of these ten 
states. There was found that in 57 
out of the 67 rating classifications, 
New York was the highest and a 
strong second in the other ten. This 
consistent pattern shows that the 
spiraling costs are fundamental and 
central rather than restricted to a 
particular industry and_ location 
within the state. The complete re- 
sults of this study appear in the 
volume, “Studies in Workmen’s 
Compensation”, which was_ pub- 
lished by the Commerce and Indus- 
try Association of New York as the 
fourth volume in a series of studies 
devoted to various aspects of work- 
men’s compensation. 

The number of hearings has al- 
ready been mentioned as a high 
cost factor. Another factor is the 
medical care given to claimants. 
How adequately is the job being 
done when back injuries in work- 
men’s compensation involving soft 
tissues average 46 weeks of disa- 
bility and those with bone injuries 
232 weeks of disability? Medical 


“PROBLEMS IN WORKMEN'S COMPENSATION" 


authorities have estimated conva- 
lescence for soft tissue back injuries 
from private practice at 3 to 6 
weeks and a 3 to 6 months’ average 
for bone injuries. Why the discrep- 
ancy? Dr. Howard A. Rusk states 
that through rehabilitation the 
average nonindustrial paraplegic 
whose cord is damaged can be 
trained in 120 days so that he can 
have gainful employment. Why not 
a similar result in compensation 
cases? 

The Moreland Act Commissioner 
found that the average cost for 
medical care per case in New York 
for the policy year 1951 was $70.14, 
in New Jersey it was $36, in Michi- 
gan it was $33, in Connecticut and 
California, $49, and in Illinois it was 
$31. The Commissioner asks the 
same question which must immedi- 
ately arise in your minds — granted 
that the cost of medical care might 
be higher in New York, why should 
it be that much higher than in other 
states, particularly in surrounding 
industrial states? 

The third important factor enter- 
ing into the high costs is the broad- 
ening of the law to permit the 
bringing within the compensable 
aspects of workmen’s compensation 
illnesses and sicknesses which are 
in fact degenerative diseases. In 
this category are the heart cases 
and the loss of hearing cases. It is 
this type of case that the medical 
profession knows the least about 
and thus they become the most con- 
troversial. Doctors frankly admit 
that there is plenty of room for in- 
dividual opinion and bias. The 
workmen’s compensation program 
was never intended to cover the 
risks of living in addition to the 
hazards of working. 

Employer organizations are par- 
ticipating in developing authorita- 
tive unbiased studies in the various 
aspects of the medical problems re- 
lating to workmen’s compensation. 
Associated Industries of New York 
State has established a technical 
committee on noise, consisting of 
outstanding men in the fields of in- 
dustrial hygiene, engineering, law, 
medicine and insurance, to deter- 
mine what steps should be taken 

(Continued on page 12) 
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A DIVER goes over the side, and cau- 
tiously lowers himself into the depths. 


Whether the job is locating long-lost 
treasure, salvaging sunken ships, ex- 
ploring the ocean bottom for dredg- 
ing, or extending scientific research, 
thereare certain dangers to be faced. 


These perils are calculated risks, 
necessary to the making of a 
profit and inherent to this work. 


Your overseas business may 
not be as dangerous as diving 
or salvage work. Still, it has its 
own special perils which could 
be financially ruinous unless you 
have sound insurance protection. 


AFIA is expert in insuring over- 
seas American business. It offers a 
wealth of world-wide knowledge and 
experience ... more than 500 offices and 
agents to serve you...the dependable finan- 
cial strength of its member companies. 


See your broker or agent. Insure 
with AFIA for the finest protec- 
tion obtainable. 


Write for new AFIA booklet 


AMERICAN FOREIGN INSURANCE ASSOCIATION 
161 William Street e New York 38, New York 


CHICAGO OFFICE . Insurance Exchange Building, 175 West Jackson Blvd., Chicago 4, Illinois 
DAEBAS OPFIGE ...2<. Mercantile Bank Building, 106 So. Ervay Street, Dallas 1, Texas 
LOS ANGELES OFFICE . Pacific Mutual Building, 523 W. 6th Street, Los Angeles 14, California 
SAN? FRANGISEO . 98 Post Street, San Francisco 4, California 
WASHINGTON OFFICE . . Woodward Building, 733 15th Street, N.W., Washington 5, D.C. 


roti 
. 
| 
~ 
KCAN FO 
by 
$ 
< z 
S 
LEE 
= 
a 


(Continued from page 10) 
with reference to occupational loss 
of hearing. 

‘ Dr. Henry H. Kessler, Medical 
Director of the Kessler Institute of 

ehabilitation, is making a study 
for the Commerce and Industry As- 
sociation in cooperation with The 
Self - Insurers Association, analyz- 
ing the treatment given to lower 
back cases in which there is an 
actual injury to the spine as com- 
pared with those cases in which 
the disability occurs through bend- 
ing or lifting and results in what is 
known as subjective complaint. Out 
of this analysis by Dr. Kessler it is 
hoped that standards will be devel- 
oped which will bring the indus- 
trial back cases in line with the 
type of treatment and length of 
convalescence which is accepted for 
the private back case. The Com- 
merce and Industry Association has 
just initiated another medical study 
relating to head injuries. This one 
is being directed by Dr. Leo M. 
Davidoff, internationally - known 
neurosurgeon. 

An interesting sidelight in the 
study on workmen’s compensation 
is the fact that each program of 
mandated employee benefits has 
been permitted — and sometimes 
encouraged — to go its separate 
way. Benefit levels of workmen’s 
compensation must be considered 
in the light of other types of income 
maintenance programs received by 
the disabled employee or his family. 
Workmen’s compensation, which 
arrived on the American economic 
scene as an insured wage replace- 
ment program, had its scope wid- 
ened to become the bastion of an 
employee security program in the 
absence of any other means. Since 
the inauguration of workmen’s 
compensation, however, other pro- 
grams have been developed so that 
today it is possible for a family of 
a person killed in an industrial acci- 
dent to collect from workmen’s 
compensation and social security 
$343.20 a month while his earnings 
from employment while alive were 
$234 a month. These payments are 
tax-free and are unencumbered by 
expenses involved in employment. 
It is the rare person, as you all 
know, who can increase through in- 
surance and savings the net income 
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of his family in the event of prema- 
ture death. To continue in this fash- 
ion without correction may impose 
a grave burden upon the economy 
of the country. Some very serious 
thought must be given to a manner 
in which employee benefit pro- 
grams can and should be integrated. 

The concern with replacement of 
wage loss has emphasized the disa- 
bility and the payment of cash 
awards rather than early return to 
employment. In consequence of this 
emphasis the workmen’s compensa- 
tion system paradoxically is ham- 
pering the full utilization of re- 
habilitation. A disability with an 
evaluation upon which a payment 
can be made is comprehended by 
all. The disability is there in plain 
view. Rehabilitation, however, uti- 
lizes the latent or existing capabili- 
ties of the handicapped person. 
That is intangible and less readily 
understood. Furthermore, because 
there has been built up a system 
based on this prevailing concept the 
claimant husbands and nurtures his 
disability in order to collect bene- 
fits. 

There is no denying that some 
claimants come to consider a bene- 
fit payment as a crutch. This is not 
to label all claimants as maling- 
erers. But in a system in which the 
damage award is emphasized rather 
than the return to gainful employ- 
ment, and where there is greater 
emphasis upon comparing work- 
men’s compensation benefits with 
jury awards in liability cases, the 
claimant comes to feel that his se- 
curity is enhanced for himself and 
his family by favoring his disability 
and continuing to collect benefits. 

What is to be the role of work- 
men’s compensation? Is it to be that 
of a social security system on the 
state level primarily concerned 
with benefit payments competing 
with the other employee benefit 
programs? This would be an un- 
necessary waste and an undesirable 
drain on the economy. Rather, it 
would appear that workmen’s com- 
pensation should concern itself 
with promoting the best interests 
of the injured workman by replac- 
ing a part of the wage loss, and, 
even more important from the 
social, economic and _ productive 
points of view, return him as 


quickly as possible to employment. 


The promotion of litigation and 
controversy are not conducive to 
early return to employment. The 
layman reads of the new ap- 
proaches and techniques in reha- 
bilitation to foster the utilization of 
existing abilities so that those seem- 
ingly hopeless and helpless can care 
and earn for themselves. But what 
must the layman think of a work- 
men’s compensation system when 
he reads or hears that it exhumes 
each ache and pain and explores 
the claimant’s face for a scar to be 
labeled “disfigurement”? Does this 
induce return to work? Does this 
promote the use of rehabilitation? 
Are workers encouraged to ac- 
centuate the trivial? Is workmen’s 
compensation now being molded 
into a health insurance program 
and a pension system made ready 
to compensate for the risks of liv- 
ing? With what should we be con- 
cerned — the restoration of produc- 
tive capacity or the payment out 
of the gross national product for 
non-productive effort? 

Some have raised questions, 
stemming from a reading of the 
literature and statistics and have 
stated that the injured worker in- 
stead of being encouraged to return 
to work is being tossed into a mo- 
rass of controversy in which the 
exaggeration is given the credence 
of fact, objective evaluations are 
enmeshed with subjective consid- 
erations, the need for a lawyer to 
promote and protect the claimant’s 
interests is a necessity, and the 
ethics of the situation are such that 
for some claimants workmen’s com- 
pensation is a system to be bilked, 
since after all it is the insurance 
company, the state or the employer 
who pays and they can afford it. 

In New York State alone, if those 
who suffered temporary disabilities 
of sufficient severity to receive com- 
pensation awards had their lost 
time cut by 10% through improved 
medical and rehabilitation services, 
they would have received an extra 
$2 million in income. In that 10% 
lost time period they would have 
earned $4 million in wages instead 
of $2 million in benefits. Consider 
the extra income throughout the 
country in those cases alone. 

Toward the end of furthering the 
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rapid return of the worker to em- 
ployment through the correct and 
early diagnosis of the case and de- 
termination of rehabilitation needs 
the Commerce and Industry Associ- 
ation of New York, Inc., has devel- 
oped a program of early referral 
and strongly favors its adoption as 
part of the Workmen’s Compensa- 
tion Law. It was designed to oper- 
ate in New York where there is 
free choice of physician, but can be 
fashioned to fit the needs of other 
states. In brief it is this: 

If an industrial injury results in 
_ a disability preventing a claimant’s 
return to employment for 60 days 
the attending physician would refer 
the claimant for clinical diagnosis 
and rehabilitation evaluation in a 
voluntary non-profit hospital or 
medical center which has on its 
staff specialists in internal medi- 
cine, cardiology and cardio-vascular 
diseases, neurology, orthopedic sur- 
gery, physical medicine and reha- 
bilitation, general surgery, urology 
and roentgenology. The diagnosis 
and prognosis by the team of spe- 
cialists would be sent to the attend- 
ing physician, the workmen’s com- 
pensation agency, and the carrier 
or employer. The claimant would 
be referred back to his attending 
physician for treatment and care. 
While the report of the specialists 
would be advisory and not binding 
on the claimant’s attending physi- 
cian, the employer or carrier would 
not be liable for medical care or 
procedure other than those recom- 
mended in the report, unless the 
physician has agency approval. The 
employer or carrier would be re- 
quired to bear the cost of the exam- 
ination and any subsequent treat- 
ment and rehabilitation as set forth 
in the report of the panel of special- 
ists. 

Such a program of early referral 
to hospitals for diagnostic and re- 
habilitative evaluation has many 
advantages. Leaders of industry 
and labor recognize the value of 
the community hospital facilities as 
a means of increasing the total sum 
of our medical resources. Physi- 
cians and specialists in industrial 
medicine view the community fa- 
cilities as the first line of medical 
treatment. These hospitals have 
immediately available facilities 


which would require millions of 
dollars to duplicate. At these hos- 
pitals there are conveniently under 
one roof specialists who can singly 
or as a team be called upon to 
examine or evaluate the patient 
and his disability. Finally, spe- 
cialists in rehabilitation and phy- 
sical medicine have found that it 
is better for the compensation pa- 
tient psychologically to be co- 
mingled in a hospital facility with 
those who are hospitalized for 
other than work-connected disabili- 
ties. With such a program in opera- 
tion hospitals which do not now 
have departments of physical medi- 
cine or programs for rehabilitation 
will be encouraged to provide them. 
In this way the community as a 
whole benefits. 

The legislative session is drawing 
close. What changes would we as 
employers like to see so as to 
strengthen the law and reduce, if 
possible, the high cost of workmen’s 
compensation? There are four basic 
amendments to which support can 
be given: 

1. Adoption of a program of early 
referral for prompt rehabilita- 
tion services using voluntary 
non-profit hospitals. 

2. Include in the law a definition 
of “accident”. 

3. Include a definition of “occupa- 
tional disease”. 

4. Strengthen the statute of limi- 
tations. 

The first recommendation with 
reference to early referral has been 
covered. 

As regards the second suggestion, 
it seems only logical that a law, 
having its basic concept on acci- 
dent, would define the meaning of 
that term within the confines of 
the statute. It would seem to be 
the only way to overcome the trend 
towards the widespread liberality 
which has become evident in 
referee and court decisions in re- 
cent years. Thirdly, the meaning of 
“occupational disease’ must be 
clarified and specifically defined in 
order to bring awards under this 
section back within the original 
concept of the law. 

Finally, as to the statute of limi- 
tations, it must be strengthened to 
put teeth in the two-year statutory 
claim filing period. Loose interpre- 
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tation of this section in recent 
years has resulted in claims becom- 
ing activated, and being processed 
long after the two-year period had 
expired. 

Unfortunately, we in America 
ofttimes confuse that which is the 
biggest and most expensive with 
that which is the best. Because New 
York has a system which costs the 
most does it mean that it is provid- 
ing the best in workmen’s compen- 
sation? A good workmen’s compen- 
sation system should send the em- 
ployee back to work in the shortest 
possible time. This is not being done 
in New York. Disabled persons are 
treated for longer periods of time 
than in other states for similar 
disabilities. 

Concentrated study must be 
given to the type of legislative 
amendments needed to get the em- 
ployee back to work as quickly as 
possible. Business has the responsi- 
bility of making certain that the 
amendments are in the general in- 
terest and would not emasculate 
the law. 

We have here a classic example 
of confusion between liberality and 
laxity. We must evaluate whether 
we are getting value received for 
the huge amounts of money paid 
out. 

New York has pioneered in many 
forms of social legislation. The 
question here is whether we are 
slipping into a type of health insur- 
ance that is going to saddle industry 
with a burden which was never 
anticipated nor sanctioned. 

It is naive to suggest that the high 
cost of workmen’s compensation 
can be passed along without friction 
to the acquiescent consumer who 
receives all price increases with a 
smile with no retaliatory weapon 
of his own. The fact that New York 
has enjoyed full employment and 
an increase in the number of firms 
in recent years cannot camouflage 
the burden. It is encumbent upon 
us, as representatives of business, 
to make certain that the business 
community recognizes its obligation 
in social legislation. Even more im- 
portant is the recognition that so- 
cial legislation should be harnessed 
to the general interest of the com- 
munity and not become a Franken- 
stein which will destroy us all. 
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HERE AND THERE WITH NIBA 


Meet Mr. Brown 


This is Mr. Ashley Brown, Insur- 
ance Manager, Imperial Paper and 
Color Company, Glens Falls, New 
York. 


Mr. Brown is a member and Di- 
rector of the New York Chapter, 
NIBA. The reason we want you 
to know Mr. Brown is because of 
his outstanding record of attend- 
ance at monthly chapter meeting 
and directors’ meetings. 


You see, Ash is from Glens Falls, 
New York, some 220 miles upstate 
which means he travels over 400 
miles to attend meetings. He has 
missed only a couple in the past 
two years because of weather con- 
ditions 

How’s your attendance record? 


Columbia University 
to hold 
Risk Management Session 


Dr. Ralph H. Blanchard of 
Columbia University, New York, 
has announced that commencing 
with the spring session, Columbia 
University will inaugurate a Risk 
Management course. This course 
will include analysis of business 
and personal risks. Functions and 
problems of the risk manager. 
Methods of dealing with risks that 
can be isolated and dealt with as 
risks, such as those of fire, the 
other elements, crime, liability for 
damages, death, superannuation, 
and disability. Dr. Blanchard has 
stated that this is the first course 
of this type to be presented. 


When members of the New York 
Chapter attend monthly luncheon 
meetings they are greeted by this 
smiling personality, Catherine Pao- 
lilla, Secretary in the office of 
Peter Burke. 

Just one more good reason to at- 
tend meetings, don’t you think? 


Chapters Elect 
Officers 


Northern California Chapter 
San Francisco, California 
New officers to serve for the cur- 
rent year are: 
President, J. E. Moriarty, The 
Robert Dollar Company. 

Vice President, E. C. Lasater, 
Rosenberg Bros. & Co., Inc. 
Secretary, J. P. Holstein, Cali- 
fornia Packing Corporation. 

Reelected: 
Treasurer, F. L. McCarthy, 
Crocker First National Bank. 


Minnesota Chapter 


President, A. Don Marvin, Green 
Giant Co., Le Suerer, Minn. 


Vice President, H. V. Noland, 
M. F. Patterson Dental Supply 
Co., of Minnesota, St. Paul. 

Reelected: 

Secretary-Treasurer, Paul Mucke, 
Gamble-Skogomo Inc., Minne- 
apolis. 


“A husband must kiss his wife 
before leaving for work.” — A 
Siamese law. 
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Have Fun In The Sun 


John F. Burke who retired on 
October 3lst as Vice President and 
Manager, Coast Service Company, 
San Francisco, California, and who 
retired as First Vice President and 
Director of NIBA at our Third An- 
nual Meeting in Chicago, November 
llth, was presented with a travel- 
ing bag by the Association in appre- 
ciation of his untiring efforts and 
interest in the Association over 
many years. 

Learning from the underground 
that Jack had lost his favorite um- 
brella, he was presented with a 
green and white “Sunbrella.” It 
made a real hit, as evidenced by the 
grin on George Roger’s face, who is 
in the right of the picture. 


The Indispensable Man 


“Sometime, when you feel that 
your going 

Would leave an unfillable hole, 

Just follow this simple instruction, 

And see how it humbles your soul. 

“Take a bucket and fill it with 
water, 

Put your hand in it up to the wrist, 

Pull it out, and the hole that’s re- 


maining 

Is a measure of how you'll be 
missed. 

“You may splash all you want as 
you enter, 


You may stir up the water galore; 

But stop, and you’ll find in a minute 

That it looks quite the same as 
before. 

“The moral in this quaint example, 

Is do just the best that you can, 

Be proud of yourself, but remember 

THERE IS NO INDISPENSABLE 
MAN.” 
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Insurance, 
self-insurance, 
non-insurance, 


An examination of the relative merits 
of various forms of insurance 
by C. Z. Greenley 
Manager 
insurance and Loss Prevention Dept., 
Montgomery Ward 
(Reprinted from Management 
Methods magazine) 


The most common method of pro- 
tecting the assets of a business 
against the consequences of a seri- 
ous insurable loss is to assign the 
risk through the purchase of insur- 
ance. This is the soundest pro- 
cedure for most business enter- 
prises because it transfers the eco- 
nomic effect of a iarge loss to a 
professional risk company at a 
predetermined premium cost. The 
insurance company collects pre- 
miums from many widespread in- 
sureds and from the aggregate 
premiums collected pays the losses 
of the relatively few. The average 
business does not have the neces- 
sary physical distribution of risks 
and a large enough number of loca- 
tions at risk to do the job as safely 
and as economically as an insur- 
ance company. 

There are, however, conditions 
under which a business can assume 
all or part of an insurable risk and, 
by doing so, reduce its cost and in 
some cases obtain other less impor- 
tant advantages. The ability of a 
business to absorb, without finan- 
cial embarrassment, part or all of 
the losses caused by an insurable 
risk is the most important factor 
to consider before deciding whether 
a part or all of that risk should be 
insured with an insurance company 
or assumed by the business. 

Very few of the insurable risks 
lend themselves to the assumption 
of the entire risk. The assumption 
of a fixed maximum amount for 
each loss or a maximum total 
amount of losses for a year and 
the purchase of insurance to cover 
losses in excess of those amounts 
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is the usual practice under a self- 
insurance program. If the maxi- 
mum one loss and the average 
yearly losses (based on at least five 
years’ past experience) for a given 
risk are within the capacity of your 
company’s cash assets to absorb 
them safely, the risk can be com- 
pletely assumed. Examples of such 
risks are: display window plate 
glass, damage to or loss of com- 
pany-owned automobiles or trucks, 
damage to or loss of company- 
owned property transported in 
automobiles or trucks, loss of cash 
from safes where the maximum 
amount of contents is definitely 
controlled. On the other hand, there 
is usually no advantage in assum- 
ing all or part of such risks as ma- 
rine cargo or hull, high pressure 
boilers, compressors or fly wheels. 

The principal insurable risks are 
fire (and extended coverage), 
workmen’s compensation, public 
liability (injuries to members of 
the public) and damage to property 
of others. In most cases, where any 
plan of assuming insurable risks is 
in effect, one or more of these prin- 
cipal risks is partially assumed. The 
portion assumed is either a speci- 
fied maximum amount of each loss 
or a specified maximum of losses 
for a year. The former provides a 
reasonably safe basis if past loss 
history indicates that it is unlikely 
that the total assumed will mate- 
rially exceed the amount your com- 
pany is able to pay without finan- 
cial embarrassment. The latter plan 
will, of course, definitely limit the 
amount your company will have to 
pay for all losses occurring during 
one year. In either case, the reduc- 
tion in your purchased insurance 
premium cost for that portion of 
the risk you plan to assume should 
substantially exceed the losses you 
expect to pay, based on your past 
experience, plus any additional ex- 
penses you may incur as self- 


insurer, before you decide to as- 
sume the risk. 


How to Determine the Risk 

Unfortunately, there is no scien- 
tific or mathematical formula which 
can be used in determining whether 
it is best to protect a business 
against loss resulting from an in- 
surable risk by complete or partial 
purchase of insurance or by com- 
plete or partial assumption of the 
risk. Before making any deci- 
sion, the following information is 
needed: 

1. Maximum potential single loss 
probability at any one location. 
Maximum probability of damage to 
your company’s property (inven- 
tory, buildings, fixtures, cash, etc.) 
can be readily obtained from ap- 
praisals and the book records of 
the company’s assets. When we try 
to determine maximum probable 
loss resulting from injury to em- 
ployees or to the public or from 
dishonesty of employees, we are 
faced with a problem which re- 
quires quite a bit of judgment based 
on broad experience and imagina- 
tion. If your company did not incur 
any severe losses caused by the 
particular risk under consideration, 
obtain information from your in- 
surance broker or agent regarding 
some of the most severe losses in- 
curred by other companies exposed 
to risks that are similar to yours. 

2. Your actual losses and pre- 
mium cost of purchased insurance 
for at least the past five years. Ex- 
perience for that period will pro- 
duce a reasonably sound trend of 
your losses and their relation to 
premium cost. 

3. The spread of the risk in your 
business — that is, the number of 
physically separated units exposed 
to the same risk and the maximum 
loss exposure at each separated 
unit. When considering the sound- 
ness of assuming a risk, it is im- 
portant that a fairly equal spread 
of risk exists. 

4. Degree to which the risk (ac- 
cidents, fires, burglary, dishonesty, 
etc.) can be controlled through the 
operation of an effective loss pre- 
vention program. If it is possible to 
reduce losses through the opera- 
tion of a loss prevention program, 
top management must agree to ac- 
tively support such a program. 
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Otherwise, the assumption of any 
appreciable portion of a control- 
lable risk is usually not justified. 

5. Does the risk require inspec- 
tion services? If so, can your com- 
pany provide such an inspection 
service? If not, what would the cost 
be to purchase or develop your own 
competent inspection service par- 
ticularly in fields requiring high 
technical skills, such as high pres- 
sure boilers, compressors, fly wheels 
and elevators? 

5. Could your company handle 
adjustment of losses satisfactorily 
and economically? For example, if 
losses can occur with some fre- 
quency at locations far distant from 
those at which you have branches 
staffed with personnel competent 
to adjust them, what would the 
cost of adjusting such losses be? 
Marine losses which may require 
adjustment in distant parts of the 
world, workmen’s compensation 
and public liability losses, if they 
occur frequently at locations dis- 
tant from your company offices, are 
types of losses which should be 
given consideration. 

7. What is your company’s policy 
or preference in the matter of ad- 
justing claims directly with em- 
ployees, with customers or other 
members of the public? Would it 
prefer to handle such matters 
through an insurance company? 
Some companies prefer to act as 
more or less disinterested third 
parties when such claims arise. 
Others prefer to deal directly with 
claimants for reasons of good will 
or because of a feeling that more 
uniform treatment will be accorded 
to all claimants. 

8. Are there any laws which 
would prohibit your company from 
assuming the risk? For example, in 
some states the Workmen’s Com- 
pensation risk must be insured in a 
monopolistic State Fund; in most 
states miscellaneous bonds must be 
purchased. 

When it is finally determined that 
a risk should be partially or en- 
tirely assumed, the next step is to 
decide whether it should be self- 
insured or non-insured. Both self- 
insurance and non-insurance in- 
volve the conscious assumption of 
a calculated risk as contrasted with 
the transfer of the risk to an insur- 
ance company by the purchase of 


insurance. 

Self-insurance is the accounting 
method whereby you charge your 
operations a premium rate per unit 
of exposure (building or inventory 
values, payroll, etc.) similar to the 
method of premium computation 
made by insurance companies for 
purchased insurance; the amounts 
thus charged are credited to an in- 
surance reserve. Self-insured losses 
are paid out of this reserve. If the 
cash assets of the business are 
ample enough, this reserve can be 
maintained merely as an account- 
ing reserve. Otherwise, the reserve, 
except for the amount needed to 
take care of immediate average 
losses, should be segregated from 
normal business funds and invested 
in conservative securities. The min- 
imum amount of the free self-in- 
surance reserve should be equal to 
approximately one year’s expected 
self-insured losses for each of the 
risks self-insured. The reserve can 
be started by the transfer of such 
an amount from other reserves of 
the company or it can be accumu- 
lated gradually. The gradual ac- 
cumulation results from excess of 
charges of operations at the former 
purchased insurance premium rates 
and the actual self-insured losses. 
After the amount of the free re- 
serve reaches the desired level, 
each subsequent year’s charges to 
operations should be equal to about 
the annual average of the past five 
years’ self-insured losses. 

Non-insurance is the method 
whereby the full amount of each 
loss is absorbed as an expense at 
the time it occurs. The following 
are some of the considerations 
which should govern a decision as 
to whether an assumed risk will 
be self-insured or non-insured: 

1. If the maximum possible loss 
will not seriously distort the profit 
performance of the operating unit, 
the risk can be non-insured and 
each loss absorbed as an expense 
by the unit in which it occurs and 
at the time it occurs. The following 
are exceptions: 

a. If the risk is controllable and 

losses occur frequently, self-in- 

surance is advisable even though 
the size of each loss may be small 
enough to suggest non-insurance. 

The reporting of such losses to 

your insurance manager for ad- 
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justment through your self-insur- 
ance reserve makes possible the 
accumulation of cost records and 
analysis for preventable causes. 
This information provides a 
sound basis for instituting the 
necessary controls to minimize 
recurrence of such losses. 
b. If losses which should be non- 
insured because of low maximum 
cost per loss are of a type that 
could be caused by the negligence 
of third parties, there is some 
advantage to self-insuring them. 
By reporting such losses to the 
insurance manager for credit 
from the self-insurance reserve, 
recognition of the possibility of 
recovery from third parties is 
more likely. One example of loss 
of this type is collision damage 
to company-owned autos and 
trucks and the company-owned 
property transported in them. 

2. If the assumed losses will be 
too large to be charged directly to 
the operating unit at which they 
occur without seriously distorting 
the profit performance of, that unit, 
or for other reasons mentioned 
above, they should be self-insured 
and charged to the self-insurance 
reserve. The objective is to avoid 
serious variations in the year-to- 
year insurance expense charge to 
the operating units. The resulting 
level trend in charges to operating 
units should be similar to that 
which would be produced by pur- 
chased insurance premium charges. 

I have gone into some detail re- 
lating to the conditions under 
which assumption of all or part of 
a risk may be advisable through 
self-insurance or non-insurance. 

Remember that self-insurance is 
not a “pot of gold at the end of 
the rainbow.” The assumption of 
an insurable risk is sound only if 
the cash position of the company, 
the spread of risk and the other 
factors mentioned in this article 
justify it. One of the first steps 
is for top-level management to de- 
cide how serious a loss the com- 
pany could assume without finan- 
cial embarrassment. In other words, 
how large a loss could the company 
absorb without seriously affecting 
the liquid assets needed for its prin- 
cipal operations. Often the expected 
long-range advantage which was 

(Continued on page 24) 
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“WHAT NOT TO BUY IN BUSINESS 
INTERRUPTION INSURANCE" 


by 
Robert M. Dewey 
Insurance Executive, New York, N. Y. 
before 
Delaware Valley Chapter NIBA 


Use & Occupancy, Business Inter- 
ruption, Prospective Earnings, call 
it what you will, has been the 
subject of many papers, the topic 
of discussion by numerous panels, 
and something for salesmen to de- 
scribe. They will tell you all the 
items of expense which will be 
paid, while the adjusters just as 
quickly advise you why the same 
expenses cannot be paid. 

My first suggestion is that you do 
not buy any U & O insurance until 
you know just what your require- 
ments are. You might think that 
for proper coverage, it is necessary 
only to fill out a work sheet and 
let the company issue the policy. 
Such should be far from the case. 

A department store might be 
considered a very simple case. In 
general a gross earnings 50% form 
will best fit its requirements. How- 
ever, we found one where 20% of 
the sales came from a nation-wide 
mail order business. Certainly those 
sales would continue whether or 
not the main store was damaged — 
that is as long as they could get 
merchandise to fill the orders. Or, 
take an expensive up-town store 
dealing in only the highest type of 
merchandise. Do you think the 
same conditions should be used 
here as for a store where the mark- 
up is very low, but the volume ex- 
tremely high? 

U & O for a manufacturer be- 
comes even more involved. Cer- 
tainly you wouldn’t use the same 
formula for one making cough 
medicine where the gross earnings 
may amount to 80% of sales as for 
an automobile manufacturer where 
the cost of materials is a major 
item. 

You as buyers must know the 
operations of your plant—or if you 
operate a number of plants you 
must know just what is done in 
each — how dependent one is upon 
the other — if there is any duplica- 
tion of work — if there is any spare 
capacity. Only after you have famil- 
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iarized yourself with all these oper- 
ations, — have worked out in your 
own mind the loss possibilities, — 
the extent of possible interruptions 
and the effect such would have on 
the financial structure of your com- 
pany, are you ready to think about 
buying U & O insurance. 

My next suggestion is that you 
should not consider buying insur- 
ance until your agent or company 
representative knows as much 
about your business as you have 
just learned. They say a good U & 
O adjuster is one who takes time to 
learn all about the business of the 
assured before beginning the actual 
adjustment of the loss. I say, it is 
just as important for the salesman 
to thoroughly understand the busi- 
ness also. 

Some time ago I was arranging 
U & O for a clothing manufacturer 
who operated several sewing risks. 
I thought that if one plant was de- 
stroyed, the work could be ab- 
sorbed by another for all plants 
were in small towns comparatively 
close to each other and all simply 
sewed materials together. Certainly 
we could bus the employees to the 
next town, if necessary, and let 
them work a second shift. I was 
quite surprised to learn that not 
only are the sewing machines ad- 
justed to take summer weight suits, 
regular suits of overcoats and that 
it would take a number of hours 
to change the adjustments at any 
one plant — but what was more — 
the clothing manufacturing indus- 
try works one shift and one shift 
only. 

A flow chart is a great help in 
studying any U & O problem. It is 
helpful because it shows how the 
work progresses through the plant. 
It shows how important each pro- 
cess is. It shows bottlenecks and 
the points where a_ breakdown 
would seriously affect the business. 
A few years ago such a flow chart 
was made for a linoleum concern. 
It revealed that their entire prod- 
uct was dependent upon the opera- 
tions in one building. That building 
was a frame unsprinklered build- 
ing near the center of an other- 
wise superior property. With a flow 


chart, it didn’t take long to con- 
vince management that a new mod- 
ern building was very necessary 
for that process. In fact, two such 


buildings were erected because a 


they were fearful that even with 
modern construction and _ protec- 
tion that vital process might be 
interrupted. 

Such is the value of flow charts 
to the buyer. They are equally as 
important to the insurance com- 
pany. Any underwriter can esti- 
mate more closely his maximum 
possible loss. Furthermore a com- 
pany which has duplicate facilities 
should be entitled to some rate 
consideration. 

My first “what not to buy in 
a Business Interruption policy” 
would be coinsurance. While our 
office developed the first actual loss 
sustained coinsurance form of U & 
O as a substitute for the old per 
diem form, we soon learned that 
the requirement was a hardship on 
the assured. The depression taught 
us that even the most stable busi- 
ness becomes unpredictable. The 
war taught us that net profits of 
a manyfacturer could vary from 
a sizeable loss one year to an 
equally large profit the next. 


How, then, can any assured ac- 
cept a coinsurance clause with any 
degree of safety especially when 
that requirement applies to the 
twelve months period beginning 
with the date of the loss? How 
foolish is it to write a U & O 
policy with such a clause and put 
it away in the safe until it expires 
three years later. Is it any wonder 
that so many adjustments result in 
the assured becoming a coinsurer? 

Our answer was a new form, first 
offered in 1931, which eliminated 
all coinsurance conditions and sub- 
stituted a reporting clause. Under 
our plan, which has been dupli- 
cated only by the F.LA. and the 
Factory Mutuals, a policy is drawn 
up in an amount based upon the 
business done in the past fiscal year 
with a provision for adjusting the 
premium annually based upon the 
business actually done. Thus all 
guesswork is eliminated and the 
assured will collect the actual loss 
sustained until the policy is en- 
tirely exhausted. 

(Continued on page 20) 
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INSURANCE BUYERS FOR MANY LARGE FIRMS RETAIN 
THE SERVICES OF THEIR BROKERS OR AGENTS— | 


Like them, you can have the advantages of doing business 


with one of the nation’s leading mutual companies—Lumbermens 


Mutual Casualty Company—or an outstanding stock company, 


American Motorists Insurance Company—and continue to benefit 


; ec from the assistance of your broker. Both Lumbermens and 
“BOILER 
AND MACHINERY 


Aer ane some of the advantaged of with these Componied...| 


4 Security — Best’s Insurance Guide rates both as A+. 


American Motorists write exclusively through agents and brokers. 


w® Service — Nationwide claim and engineering service: 
90 branch offices ®@ 135 safety and fire engi- 
neers ©@ 146 boiler and machinery engineers. 


ls ” Savings — Both companies have always paid dividends. 
BURGLARY 


Since organization these dividends have totaled more _ 
than $192,000,000 (as of June 30, 1954). 


GENERAL 
LIABILITY GROUP ACCIDENT 


AND HEALTH 


POLIO EXPENSE 


PLATE GLASS 


PERSONAL 
ACCIDENT 


WORKMEN’S 


Lumbermens 


MUTUAL COMTANY 


Divisions of KEMPER Insurance 


ae LN meucan MOTORISTS CHICAGO 40 
INSURANCE COMPANY 


Branches in: Atlanta @ Boston @ Los Angsies @© New Orleans @ New York © Philadelphia © San Francisco © Seattle © Syracuse 
Toronto ® Van Wert, Ohio 
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(Continued from page 18) 

It has been argued that this is 
not fair to the insurance company 
—that the policy pays based on 
future earnings but premium based 
on past earnings. True, but that 
doesn’t worry us for our policy- 
holders seem to stay with us for a 
number of years and the premium 
will average out over a period of 
time. 

In a recent issue of Best’s Insur- 
ance News, such a plan was sug- 
gested by a stock company repre- 
sentative, but he argued that it 
would be necessary to increase the 
rate so the true premium would 
be collected for the actual ex- 
posure. He must assume that busi- 
ness will show a steady growth at 
all times. Furthermore, who can 
say that the present method of fig- 
uring rates or premium gives the 
proper cost? Actually present day 
work sheets are a means of devel- 
oping what is considered an ade- 
quate premium by as simple a 
formula as is possible. 

The agreed amount clause is, of 
course, available for the mercantile 
risk. This does eliminate the coin- 
surance requirement and would 
give complete protection for the 
majority of losses. However, many 
concerns estimate future business, 
shall we say, exceptionally conser- 
vative so they might find there was 
not sufficient insurance for a very 
long interruption. The guaranteed 
amount cause has never been made 
available by other companies to 
manufacturing concerns — other 
than the superior rated. 


My second “what” would be in- 
adequate insurance. This would be 
a policy which would be exhausted 
before the business could be re- 
established. 

Some assureds feel they could 
get back into business in much less 
than a year and therefore are will- 
ing to accept a policy written on a 
50‘ basis whereas for proper cov- 
erage it should have been written 
on an 80% basis. Or there are com- 
panies insured on a guaranteed 
amount basis who have convinced 
themselves and sometimes the com- 
pany that earnings will be much 
less the following year. Or it might 
be a case of just plain underinsur- 
ance. 
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On the other hand, you know all 
work sheets are based on annual 
figures and therefore properly ar- 
ranged, the policy should take care 
of net profit and all continuing ex- 
penses during a total interruption 
lasting for one year. Can your 
buildings be repaired or replaced 
in twelve months time? Do you 
use machinery which is manufac- 
tured in some foreign country and 
which would take some time to re- 
place? Do you have large pieces of 
even domestic machinery on which 
delivery would take well over a 
year? Is raw stock readily avail- 
able? Perhaps this possibility of 
delay is not as great as during the 
war years, but it does still exist to 
a certain extent. 


It is simple to increase your pro- 
tection if you are presently insured 
on a 50% gross earnings form — 
just change the coverage to an 80°/ 
form at a lower rate and you will 
have enough coverage for about 
two years’ total interruption at 
about a 12% increase in cost. Under 
our forms because we set up a 
limit of liability some 25% higher 
than anticipated requirements, the 
policy probably would not be ex- 
hausted for some 15 to 18 months. 
Under other forms, it means more 
insurance at proportionate increase 
in cost. 


The third “what not to buy” is 
improper payroll coverage. Under 
the gross earnings form, all payroll 
is included in computing the U & O 
value and in the event of interrup- 
tion to the business, all payroll 
which must necessarily continue 
will be paid. Therefore, it is never 
necessary to say what portion of 
the payroll is considered as ordi- 
nary. The extent of the catastrophe, 
the period of interruption will de- 
termine what part of payroll, if 
any, can be eliminated. 

Under the two item form, an as- 
sured must divide his payroll be- 
tween essential and ordinary before 
the policy is issued. Just what is 
ordinary payroll? My quick defini- 
tion has been — it represents those 
employees whose services in the 
event of a long interruption to your 
business could be separated and 
whose jobs could be filled again 
without too much difficulty when 
you are ready to resume business. 


With the increasing number of 
highly skilled workmen today and 
the length of time it takes to train 
them, the real ordinary payroll in 
any business is getting smaller and 
smaller. 

Consider also the affect of cer- 
tain clauses in union contracts. 
That part of any wages which must 
be paid whether earned or not, be- 
comes a fixed obligation. Such 
would be a guaranteed annual 
wage, a guaranteed daily wage if 
an employee reports for work but 
there is nothing for him to do. All 
that must be considered as essen- 
tial and should be included in work 
sheets as such. 

If ordinary payroll is insured at 
all, it must be covered for not less 
than ninety days. In case of suspen- 
sion, you cannot shift some em- 
ployees originally classified as ordi- 
nary to essential unless you switch 
an equal amount of payroll from 
essential to ordinary. Otherwise 
you risk becoming a _ coinsurer. 
However, the fact that ordinary 
payroll is specifically covered does 
not mean that that amount will be 
paid unless you can prove it must 
necessarily continue. 

Just last week I saw some figures 
indicating that about half the U & O 
policies written today are on a 
gross earnings form—the other 
50‘~ on the two item form. Of the 
latter less than 20‘% covered ordi- 
nary payroll. Yet if your business 
should be suspended say for two 
weeks, would you—could you 
simply lay off the workers? How 
long would they wait, without pay, 
for you to reopen? Can you afford 
to be without some protection? 


You might be interested in what 
I consider a measurement of the 
length of time ordinary payroll can 
be considered as necessary. How 
long would it take to train new em- 
ployees so they could handle their 
jobs just as efficiently as the old 
ones? If the period of interruption 
is less than that period, certainly 
those wages would be paid — pro- 
viding of course ordinary payroll 
is covered. If longer then there is a 
serious question as to whether or 
not they should be kept or new 


ones taken on when buildings and 


machinery have been repaired. 
(Continued on page 22) 
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For help 


with your special problems... 


Are you responsible for an insurance 
program of large proportions? One 
that always seems to present a wide 
range of special problems? 


Then you'll want something from 
your insurance carriers over and above 
the resources and underwriting capac- 
ity needed to meet your protection 
requirements. 


At times, you'll want help—the help 
of technicians who have the skill and 
understanding to deal intelligently with 
the more unusual and complex phases 
of your insurance situation. 


When you have occasion to call for 
that assistance, it becomes clearer than 
ever why so many leading agents and 
insurance brokers recommend placing 
your business with the “Hartfords.” 


As atruly multiple-line fire, casualty 


and bonding organization, our com- 
panies are licensed to write virtually 
every form of coverage within these 
major divisions. 


In addition—and this is vastly more 
important from your standpoint —the 
**Hartfords” bring experience and 
flexibility to the handling of your 
insurance problems. 


No matter where or when a special 
problem develops, you can always 


count on the Hartford organization to 
get under way quickly. To follow 
through in seeing that all details are 
properly handled. To do everything 
that can possibly be done to meet your 
out-of-the-ordinary requirements in a 
manner calculated to please. 


It is precisely this kind of insurance 
service that makes Hartford protection 
complete protection! 


Manpower Wherever You Need It 
Suppose — just for example — you have 
operations in Ohio that require skilled 
insurance service. In this state alone, 
the Hartford organization maintains two 
branch offices, six service offices, resident 
engineering staffs in two convenient 
locations, and fire and casualty claim 
service facilities at eight points. 


Year in and year out you’ll do well with the H fi d 
arttor 


Hartford Fire Insurance Company + Hartford Accident and Indemnity Company 
Hartford Live Stock Insurance Company 


° Hartford 15, Connecticut 
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(Continued from page 20) 

Our approach to this problem has 
been somewhat different. Under 
those forms adopted in 1931, we 
allowed an assured to select the 
number of weeks he wished to cover 
his ordinary payroll — anywhere 
from zero to fifty-two. In the event 
of loss, we agreed to pay this ex- 
pense up to that number of weeks 
without requiring proof that it 
must necessarily continue. Thus a 
company which might be the only 
business in a small town, could, 
without too much cost, continue the 
wages of the townspeople who de- 
pended upon it for their income. 
Stores with old time employees, far 
too old to get jobs elsewhere, could 
continue their salaries. Or if a com- 
pany burned out and decided to re- 
tire, there would always be sever- 
ance pay. 

Our new forms are even broader. 
Those covering the mercantile risks 
include ordinary payroll for four 
weeks whether or not it must nec- 
essarily continue and the policy 
will pay this expense beyond that 
selected period providing it must 
necessarily continue. 

Similarly, in our manufacturers 
form, an assured may elect any 
period from zero to fifty-two weeks 
for ordinary payroll coverage 
whether or not it must necessarily 
continue, and beyond that period 
we will pay it if it must necessarily 
continue. Thus the means is pro- 
vided to take care of these em- 
ployees for short periods at very 
little cost. 

My fourth “what not to buy” is 
any limitations or unneecssary re- 
strictions. FIA, Factory Mutual and 
Reciprocal forms no longer have 
any time limit for replacing stock. 
All cover the length of time neces- 
sary to repair or replace the build- 
ing, machinery, fixtures and stock 
to the same condition as at the time 
of the loss. Under the standard 
manufacturing forms, an assured is 
allowed besides the time necessary 
to repair buildings and machinery, 
not more than thirty additional 
days for replacing stock — whether 
it be raw, in process or finished. 
Certainly some of the non-superior 
risks will require more than this 
thirty day limit,—some I know 
require as much as six months to 
complete their product — yet they 
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have to pay an additional premium 
for proper protection. Is there any 
reason why that type of risk should 
not be treated just the same as a 
better protected risk? 

Another limitation is the exclu- 
sion of liability for delay in repair- 
ing the property because of strike at 
the assured’s premises. For some 
time any such delay because of 
strikes at the premises of suppliers 
or even against transportation com- 
panies has been covered. Does an 
assured have any more control over 
the employees of the contractors 
doing the work at the insured prem- 
ises? Why then should the company 
not accept liability for such a de- 
lay? As far as I know the Factory 
Mutuals are the only other com- 
panies which have eliminated this 
exclusion. 

Another exclusion is that of fin- 
ished stock. All liability for loss of 
profit. on finished merchandise 
which might be damaged or de- 
stroyed as well as the time neces- 
sary to replace that finished stock 
has been excluded from a U & O 
policy. Yet the loss of that mer- 
chandise can affect a profit and loss 
statement. If manufacturing opera- 
tions were interrupted, certainly 
an assured would use finished stock, 
if possible to save his customers — 
and the company would expect you 
to do just that — of course taking 
any benefit that might result. Why 
then should finished stock be ex- 
cluded from a U & O policy? Right 
now the only way to protect the 
anticipated profit on such merchan- 
dise is to add the finished goods 
clause to the property damage form 
and increase the insurance accord- 
ingly. Are you given any credit in 
your U & O premium to offset this 
additional property damage charge? 
Are you allowed to reduce your 
sales reported for U & O purposes 
because of finished stock on hand? 

Our new form has eliminated this 
exclusion. If sales are lost because 
of damage to finished merchandise, 
we are responsible for any reduc- 
tion in gross earnings. Obviously, 
the cost of U & O is not increased, 
for insurance is already based on 
total sales — but it does bring into 
one policy, where it belongs, the 
entire business transactions. 

These then, are some of the 
don’ts — there are probably more, 


but I would like to leave with you 
the thought that no two U & O 
risks are alike —no policy should 
be written without first learning 
all the details of the U & O expo- 
sure. The markets are still open, 
there are plenty of underwriters 
who are willing to listen and to 
work out something to fit your own 
problem. Perhaps we are more con- 
trolled than some ten years ago, 
but the continued and louder and 
louder calls for help will eventually 
make themselves heard and bring 
you what you feel is needed. 


Personnel Available 


Available for Position as Corporate 
Insurance Manager or Assistant—Ex- 
perienced in Petroleum and Chemical 
Refinery and Construction Field—Age, 
32—Fine Recommendations. Good in- 
surance education and background. 
(Address—NIBA 1) 


Insurance Manager—Age 43—Pres- 
ently employed with large manufac- 
turer of Electrical Equipment and 
Appliances—New York area location 
desired—Has handled all types of in- 
surance coverages for the companies’ 
many plants. (Address—NIBA 2) 


Insurance Manager and Tax Expert. 
This application has had many years 
of insurance buying experience in 
textile manufacturing field. Recent 
merger and business readjustment 
reason for leaving. (Address—NIBA 
3) 


Transportation Field (Trucking)— 
This applicant has a number of years 
experience in the registering and 
settlement of claims for a large na- 
tionwide Trucking Line and American 
Trucking Association. Desires position 
in corporate insurance department of 
related industry — Free to travel. 
(Address—NIBA 4) 


Fifteen Years general insurance ex- 
perience—Age 34—Residing in mid- 
dlewest. Background includes agent, 
special agent and branch manager for 
leading casualty/marine company. 
Completing CPCU. Desirous of enter- 
ing Insurance Management Field and 
thrive on hard work and responsibil- 
ity. (Address—NIBA 5) 


Note: Your association will act as 
a “Clearing House” for Company 
members and individuals for positions 
available or personnel available in the 
corporate insurance management field. 
This service is strictly confidential. 
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RISK MANAGEMENT AND THE UNIVERSITY 


JOHN S. BICKLEY 
Associate Professor of Insurance 
THE OHIO STATE UNIVERSITY 


Risk management is a business 
function of primary importance. 
Failure to adequately protect life 
or property or to provide adequate 
indemnification for loss may quick- 
ly eliminate profits gained through 
efficient techniques of production, 
distribution, and finance. Every 
corporate action must be appraised 
to determine its risk implications. 

Many collegiate schools of busi- 
ness recognize the significance of 
risk management in _ business 
operations. Industrial management 
courses include material on safety 
and loss prevention. Instruction in 
business law emphasizes the law of 
negligence and its relation to in- 
surance. In marketing the student 
is introduced to the risk problems 
arising from the distribution of 
goods and services. Courses in eco- 
nomics direct attention to the effect 
of risk on corporate profits. Offer- 
ings in finance stress the relation 
of risk to the cost of money. Per- 
sonnel and labor courses consider 
the problems of economic security 
for employees. 

The most important development 
in collegiate instruction from the 
standpoint of risk management lies 
in the changed emphasis in the 
specialized insurance courses of 
several universities. Student think- 
ing to an increasing extent is being 
directed toward the risk problems 
of individuals and firms. Insurance 
is discussed as one means of solving 
these problems. The philosophy be- 
hind this emphasis is that the con- 
cern of most students is with means 
of handling risk rather than with 
the technicalities of insurance. For 
those students majoring in insur- 
ance, the buyer’s approach is useful 
as it stresses the things insurers 
should consider to best serve the 
buyer. 

Instruction in each of the insur- 
ance courses at The Ohio Univer- 
sity begins with an analysis of the 
risks and hazards for which the 
specific type of insurance is de- 
signed. Various methods by which 
risk problems might be solved are 
reviewed. If insurance is appro- 
priate, attention is given to such 


matters as required amounts of 
coverage, the selection of the best 
insurer, methods of reducing insur- 
ance costs, and the obligations 
placed on the insured by the con- 
tract. The basic approach is one ex- 
pressing concern for what the con- 
tract will do in the event of loss. 
This is of prime importance to both 
the insured and the insurer. 

Collegiate business schools are 
making additional contributions to 
the field of risk management. In- 
surance teachers have considerable 
influence over students in connec- 
tion with their choice of a career. 
Attempts are being made to inter- 
est outstanding students in the op- 
portunities available in corporate 
insurance management. A _neces- 
sary corollary of this activity must 
be a willingness on the part of in- 
dustry and business to look to these 
schools for trainees for risk man- 
agement work. 

There are many ways in which 
insurance buyers can support the 
efforts of university and teachers 
to present their subject matter 
more effectively. Although it is not 
possible to use the case approach 
exclusively in the development of 
basic insurance courses, problems 
and short cases are a useful means 
of illustrating the operation of in- 
surance principles. Teachers would 
find considerable use for records of 
specific losses or of ways in which 
corporations handle certain insur- 
ance problems. Reprints of speeches 
given by insurance managers are 
valuable additions to university 
libraries and might well comprise 
required reading for insurance stu- 
dents. Copies of the annual reports 
of insurance managers to top man- 
agement would be most useful 
teaching aids even though certain 
confidential information were elim- 
inated. 

Insurance managers have assisted 
universities by offering their ser- 
vices as speakers before insurance 
classes and _ student insurance 
groups. The efforts of several 
teachers to serve the field of risk 
management by conducting on- 
campus conferences on the subject 
have received considerable help 
from insurance buyers. The expan- 
sion of such meetings as a way of 
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introducing small employers to risk 
problems requires the continued 
cooperation of the National Asso- 
ciation of insurance Buyers. 

Insurance teachers are attracting 
attention to the professional aspects 
of insurance management. To an 
increasing extent they are being 
called upon to speak before busi- 
ness groups on such topics as 
“Guides to a Sound Insurance Pro- 
gram”, “The Selection of an In- 
surer”, and “How Much Life Insur- 
ance Should a Person Own?” Each 
such presentation serves to focus 
attention on the multiplicity of 
problems inherent in risk situa- 
tions. Articles on risk management 
are being submitted to business 
publications. Insurance buyers can 
lend support to this program of 
“third-party selling” by suggesting 
insurance teachers as speakers be- 
fore industry-wide association 
meetings. 

Risk administrators might foster 
closer relations with teachers by 
inviting them to serve as commit- 
tee members and by extending 
them invitations to speak before 
buyers’ organizations. Teachers 
might be invited to visit the offices 
of insurance buyers so that they 
can become familiar with the scope 
of the work. A teacher’s effective- 
ness is in part dependent upon his 
knowledge of actual procedures in 
the business world. His ability to 
prepare students for careers in risk 
management or for buying personal 
insurance can be implemented by 
these contacts with corporate in- 
surance managers. 

Increasing attention is being 
given by insurance teachers to the 
need for research in this field. Spe- 
cific answers are needed for such 
questions as: 

1.Has experience under long- 

established self-insurance plans 
produced lower costs than are 
available under the most effec- 
tive insurance company plans 
if all the indirect costs of both 
plans are included in the calcu- 
lations? 

2.Has the experience of firms 

purchasing such forms of cov- 

erage as credit insurance indi- 

cated that this protection is of 
(Continued on page 24) 
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Risk Management and 
the University 
(Continued from page 23) 


enough importance to warrant 
its cost? 

3. What methods have proved 
most effective in convincing 
top management of the im- 
portance of a sound program of 
risk administration? 

4. How is it possible to establish 
loss reserves on a more accu- 
rate and equitable basis? 

Many studies already completed in 
universities and colleges have pro- 
duced practical answers to ques- 
tions in this area. 

The insurance buyer can promote 
such research at the collegiate level 
in several ways. Topics can be sug- 
gested as needing study. Sources of 
data can be indicated to faculty 
members and graduate students. 
Information can be provided the 
researcher from internal files. Tech- 
nical advice can be offered on 
methods to employ in the study. 
Probably the most important assist- 
ance would come at the completion 
of the studies. Their value will de- 
pend entirely upon the willingness 
of insurance managers to review 
conclusions and make appropriate 
recommendations to management. 

Cooperation between insurance 
managers and university staffs fol- 
lows a pattern long-established in 
professional fields. Such areas of 
human activity as medicine, law, 
and accounting have turned to in- 
stitutions of higher learning for 
support in their movement toward 
professionalization. Preparation of 
candidates to enter the field, re- 
search into practical and theoreti- 
cal problems, and facilities for ad- 
vanced training through confer- 
ences and special courses are all 
part of the pattern developed in 
these fields. The interest of most 
universities and colleges in de- 
veloping strong insurance depart- 
ments now provides the vehicle for 
such cooperation in the field of risk 
management. 


That man is a success who has 
lived well, laughed often and loved 
much; who has gained the respect 
of intelligent men and the love of 
children; who has filled his niche 
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and accomplished his task; who 
leaves the world better than he 
found it, whether by an improved 
poppy, a perfect poem or a rescued 
soul; who never lacked apprecia- 
tion of earth’s beauty or failed to 
express it; who looked for the best 
in others and gave the best he had. 

—Robert Louis Stevenson 


Insurance 
self-insurance 


non-insurance 
(Continued from page 17) 


the original basis for assuming a 
risk is forgotten when the first seri- 
ous assumed loss occurs. The acid 
test of a management’s real desire 
for assuming an insurable risk is 
its reaction immediately after the 
first serious assumed loss has to be 
paid. Sometimes the personal views 
of top executives vitally affect the 
decision as to whether or not any 
or one particular insurable risk 
should be assumed or insured with- 
out regard to the potential advan- 
tages presented to them. In such 
cases, if all of the facts are pre- 
sented clearly, all that can be done 
is to review them again periodically 
to determine whether the reasons 
for the original adverse decision 
still exist. Once management de- 
cides on the maximum loss which 
can be safely assumed, subject each 
risk to the tests outlined and de- 
cide whether all or part of it should 
be insured with an insurance com- 
pany or assumed by self-insuring 
or non-insuring. 

Finally, I wish to emphasize 
again that if the most important 
controllable risks, such as fire, 
workmen’s compensation and pub- 
lic liability, are being considered, 
the assumption of even part of 
those risks merely for the possible 
saving of a portion of the difference 
between the purchased insurance 
premium cost and actual self-in- 
sured losses does not justify such 
a step. There must be a serious 
intent on the part of top-level man- 
agement to put into effect and to 
maintain an effective loss preven- 
tion program before the economic 
benefits of self-insurance can be 
considered attractive enough to 
justify the change from complete 
purchase of insurance. 


Present Laws Appear 

Inadequate to Protect 

Beneficiaries Under 
Welfare Funds 


State and Federal laws today fail 
to provide adequate safeguards for 
the protection of employees and 
their families or beneficiaries of col- 
lectively bargained pension and 
welfare funds. This conclusion was 
reached by the National Chamber’s 
Labor Relations Department after 
a survey of statutory regulation in 
35 industrialized states. This survey 
showed that a few states have 
limited regulation in their state in- 
surance and labor laws while others 
have none at all. 


Taft-Hartley Inadequate 


It clearly appears that while the 
Taft-Hartley Act outlines certain 
requirements for the establishment 
of company-union welfare plans it 
has proved inadequate. Loopholes 
in the Act have been exposed in 
that it does not apply to funds set 
up before the Act was passed. Also 
the terms of the Act can be circum- 
vented by non-profit corporations 
and union - dominated insurance 
companies. Negotiated “wage in- 
creases” transferred to welfare 
funds have not been covered by the 
present Act provisions. 

Another important consideration 
is that many of the welfare funds in 
existence are not Taft- Hartley 
trusts and, therefore, are not sub- 
ject to its regulations. 


New Legislation Possible 


Next year at least 44 state legis- 
latures will meet. There have been 
indications that many will act to 
control or regulate employee bene- 
fit programs. At present many 
states exempt union - operated in- 
surance companies and employee 
trusts from operation of such rules 
of law where they exist. It is doubt- 
ful whether unions would support 
legislation that would restrict their 
operation. 

Another factor to be considered 
is that if a particular state enacts 
legislation that is too restrictive, 
those that dislike these restrictions 
may seek out the state with the 
least regulation. 
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The baker was staggered. The purity and quality of his 
products were renowned throughout Denmark. Yet, out 
of the spotless ovens, here was crisp, golden-brown bread 
— that stank! 

The baker blamed his fuel supplier, an oil company. 
They immediately got in touch with their insurance 
man, an American International Underwriters’ repre- 
sentative in Copenhagen. The AIU agent ordered ex- 
tensive tests made—of the bakery’s mechanism, the sus- 
pected fuel, the bread ingredients — and it turned out 
that the baker was right. Because of 
an impurity, the fuel, when burned, 
produced a frightful stench which 
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something rotten 
an Denmark! 


the bread picked up inside the oven during baking. 

This product liability could have cost the fuel firm 
several thousand dollars. But they were fully protected 
by their AIU insurance. AIU policies are written in 
broad forms of coverage, yet conform to the insurance 
laws and customs of the country concerned. Service is 
“on-the-spot” throughout the world. Claims are paid 
promptly and in the same currency as the premiums, in- 
cluding U. S. dollars where local law permits. 

The financial security of AIU is backed by the stability 
of leading insurance companies in the United States. 

A phone call will place AIU’s 35 years of specialized 
experience at your service. Offices are listed below. 


American International Underwriters companies 
INSURANCE AND REINSURANCE WORLD-WIDE 


There was 


Antwerp—38 Avenue de France 
Bangkok—1169 New Road 
Beirut—Bisharat Building, 
Parliament Street 
Berlin—138 Clay-Allee, Berlin-Dahlem 
Bermuda—Woodbourne Bldg., Hamilton 
Bogota—Edificio de la Bolsa 
Bonn—21 Roemerstrasse, Bad Godesberg 
Boston—148 State Street 
Bremerhaven—Building F., 
Barkenhausenstrasse 14 
Brussels—50 Avenue des Arts 
Buenos Aires—Avenida Roque 
Saenz Pena, 648 
Caracas—Edificio Karam, 
Ibarras a Pelota 
Casablanca—11, Avenue de la 
Republique 
Cebu—Osmena Building 
Chicago—208 South La Salle Street 
Chittagong—Sadarghat Road 
Dacca—Chittaranjan Ave., 8, Sadarghat 
Dallas—2006 Byran Street 


Detroit—Free Press Building 
Frankfurt/Main—2 Mainzer Landstrasse 
Frankfurt/Main—Rossmarkt 14 
Fukuoka—47 5-chome Watanabedori 
Hanoi—8 Rue My-quoc 
Havana—Obispo 306 
Hong Kong—12-14 Queens Road Central 
Houston—1619 Melrose Building 
Kanazawa—l 5-banchi, Ura-cho, 
Misokura-machi 
Karachi-Nadir House, McLeod Road 
Kobe—32 3-chome Kaigandori Ikutaku 
Kuala Lumpur—Loke Yew Building 
Kyoto—Matsubara-agaru 
Karasumarudori Shimogyoku 
Lahore—Laxmi Mansions, 49 The Mall 
London—46 Moorgate, E. C. 2 
Los Angeles—612 South Flower Street 
Manila—153-155 Juan Luna Street 
Mexico City—Avenida Juarez 28 
Milan—Via dei Giardini 7 
Munich—18 Moehlstrasse 


Nagoya—l7 2-chome Miyukihonmachi 
Naka-Ku 

Naha—C.P.O. Box 56 

New Orleans—831 Whitney Bank Bldg 

New York—102 Maiden Lane 

Osaka—25 4-chome Doshomachi 
Higashiku 

Paris—52 Rue St. Lazare 

Paris—7 Place Vendome 

Penang—2A Church Street Ghaut 

Phnompenh—5 Quai de Verneville 

Rangoon—555 Merchant Street 

Rio de Janeiro—Edificio Seguradoras, 
Rua Senador Dantas 74 
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Rome—Piazza San Bernardo 101 

Saigon—15 Rue Lefebvre 

San Francisco—206 Sansome Street 

Sao Paulo—Rua Libero Badaro 152 

Seattle—811-814 White Building 

Seoul—Bando Hotel 

Shizuoka—I5 4-banchi 1-chome 
Ryogaecho 

Singapore—Finlayson House, 
Raffles Quai 

Tangier—18 Rue San Lucar 

Tokyo—8 2-chome Ohotemachi 
Chiyodaku 

Washington, D. C.—312 Barr Building 

Yokohama—Nishida Building, Naka-Ku 


Agana, Alexandria, Amsterdam, Asuncion, Athens, Balboa, Barquisimeto, Barran- 
quilla, Basse-Terre, Bridgetown, Cabanatuan, Cairo, Cartagena, Charlotte Amalie, 
Christiansted, Colombo, Ciudad Bolivar, Ciudad Trujillo, Davao, Djakarta, George- 
town, Guatemala City, Guayaquil, Hamburg, Iloilo, Jesselton, Kingston, Kuching, 
La Ceiba, La Paz, Legaspi, Macao, Madrid, Managua, Maracaibo, Mayaguez, 
Medellin, Miri, Naga, Nassau, Oranjestad, Panama City, Papeete, Paramaribo, 
Ponce, Port-au-Prince, Port-of-Spain, Port Said, Puerto Cabello, Puerto La Cruz, 
Pusan, Rangoon, Rotterdam, Samar, Sandakan, San Juan, San Pedro Sula, San 
Salvador, Sarikei, Sibu, St. Nicholas, St. Thomas, Tacloban, Tawau, Tegucigalpa, 


Valencia, Willemstad, Zamboanga. 
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MaAarsu & McLENNAN 


INCORPORATED 


Insurance Brokers 


CONSULTING ACTUARIES 


AVERAGE ADJUSTERS 


Chicago New York San Francisco Minneapolis Detroit Boston Los Angeles 
Toronto Pittsburgh Seattle Vancouver St. Louis Indianapolis Montreal 
St. Paul Duluth Portland Buffalo Atlanta Calgary Washington 


Tulsa New Orleans Phoenix Milwaukee Cleveland Havana London 
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